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	Recommended Action 
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	High priority, ordered by PUCT to be completed in 2002.

	Summary of Impact Analysis
	Impacts the ERCOT IT system.
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	Comply with PUCT Order.

	PRR Background
	These changes are intended to reflect the changes ordered by the PUCT in its Order No. 15 in Docket No. 24770, namely:

1. PCRs should not be subject to the “use-it-or-lose-it” rule;

2. PCRs should be tradable and transferrable,

3. PCR/TCR combinations should be subject to the 25% limitation

4. PCR eligibility should expire for NOIEs upon opt-in, with the exception of STEC

Further, the PUCT directed the parties to reassess the pricing for PCRs.  The parties in the proceeding have reached an agreement on pricing which is reflected in these Protocol changes.  To the extent the PUCT does not adopt this pricing, these changes can be modified.  An Order from the Commission is expected in October.

The Commission has indicated its expectation that these changes should be in place for the 2003 annual TCR auction.  Therefore, the PRS should act on this PRR at its October meeting and recommend that this PRR (as modified by PRS) be considered by the TAC and the Board at their November meetings.

Some other clean-ups are also included that are unrelated to the Commission’s actions in Docket No. 24770 (e.g., Section 4.1.2).  

	Protocol Revision Subcommittee Recommendation 
	PRS recommends approval as revised.
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4.1.2
Adjustment Period Scheduling Process

The Adjustment Period Scheduling Process will follow the following timeline with time T being the start of the Operating Hour:

	Adjustment Period 
	QSE Responsibility:
	ERCOT Responsibility:

	Time = T minus 60 minutes 
	· Submit updated Balanced Schedule of Obligations and Supply for the hour beginning at Time T, and any hour after T 

· Submit bids for Balancing Energy including any mandatory decremental Balancing Energy bids

· Submit updated Self-Arranged AS schedule for the hour beginning at Time T and any hour after Time T (the amount of Self-Arranged AS may not change from Day Ahead, however, the Resources supplying the Self Arranged AS may be altered.  If ERCOT calls on additional AS in the AP, the allocated portion of the additional AS may be self- arranged).  

· 
· Submit updates to Resource Plan

· Submit bids for RPRS

· Submit bids for additional Ancillary Services

· Submit bids for incremental and decremental resource specific premiums.
	· Review updated Balanced Schedule

· Review updated Resource Plans

· Review updated Self-Arranged AS             Schedule

· Validate Schedules and notify affected Qualified Scheduling Entities (QSEs) of any invalid or mismatched schedules. 

· Identify CSC or OC Congestion or capacity insufficiency

	Time = T minus 45 minutes
	· Resubmit corrected schedules.
	


6.6.3.2.1
Specific Procurement Process Requirements for Replacement Reserve Service in the Adjustment Period

ERCOT shall procure Replacement Reserve Service (RPRS) in the AP as follows:

(1) ERCOT will evaluate Zonal Congestion, Local Congestion, and capacity insufficiency using ERCOT’s Operational Model, balanced QSE schedules, Resource Plans and ERCOT forecast of next day Load.

(2) ERCOT will define the level of Resources available to meet next-day reliability needs of the ERCOT System based on QSE schedule submissions, Resource Plans and ERCOT Load forecast. ERCOT will determine incremental Resource capacity available from Generation Resources that are off-line, or Generation Resources that are expected to be off-line in the requested hours or Loads acting as a Resource shown as available in the Resource Plans. 

(3) After determining the period of time the RPRS will be needed, ERCOT shall form the RPRS bid from each Resource. ERCOT will divide the capacity price component of the QSEs bid by the number of hours the Resource is needed and add the result to the QSEs hourly price of capacity. This forms the Resource bid price that will be used in all determinations of bid award for RPRS.

(4) RPRS procurement produces a solution that resolves capacity inadequacy, Zonal Congestion and Local Congestion problems simultaneously.  The solution of the RPRS is a result of ERCOT performing analysis of the current physical system operations for each hour to recognize potential transmission constraints that would require Resources not currently planned to be available. The purpose and use of the RPRS procurement is to provide capacity from which energy would be available to solve the following system security violations:

(a) ERCOT System capacity insufficiency using any RPRS bid;

(b) Zonal Congestion using the RPRS bids by Congestion Zone in bid price Merit Order and the current physical system operations in the ERCOT System; and 

(c) Local Congestion using location specific Resource bids for RPRS and the current physical system operations in the ERCOT System. 

(5) ERCOT will solve security violations using a transmission security-constrained mathematical optimization application.  The application will solve as if each bid can be proportioned into individual MW bids. The objective of the optimization is to minimize the cost of the bid-weighted Resource capacity while satisfying all the security constraints.

(6) In the event there is an insufficient amount of RPRS bids submitted to provide a Market Solution to the system security violations or to resolve local congestion, ERCOT will use OOMC to acquire the needed capacity. 

(7) The costs associated with resolving system security violations will be identified separately into the following categories: capacity inadequacy, Zonal Congestion and Local Congestion. 

(8) The market clearing prices on the capacity insufficiency, CSC constraint and operational constraint will represent the marginal cost for the solution of each constraint and will be produced as an output of the mathematical optimization application.  The output of the application will be as follows:

(a) The marginal cost (Shadow Price of the power balance constraint) to solve system insufficiency defines MCPC for insufficiency.

(b) The marginal cost (Shadow Price of the CSC constraint) to solve a CSC constraint defines the congestion price of the CSC constraint.

(c) The Resource Category Generic Costs define the price for resolving local congestion.

(d) The bidder of RPRS is paid the MCPC of the Congestion Zone unless the bid has been selected to solve Local Congestion. RPRS bidders whose bids are taken to solve Local Congestion are paid the OOMC price unless there is a Market Solution, which can resolve the Local Congestion.

(9) QSEs whose schedules have impacts on CSCs according to the Commercial Model (using zonal Shift Factors at the time of RPRS procurement for each Zone) shall be charged congestion costs associated with the impact. 

(10) The costs of resolving Local Congestion are based on the amount of capacity required to solve Local Congestion. This cost will be tracked by specific constraint to aid the determination of the potential addition to the constraint as a CSC. 

(11) If all of the cost of RPRS is not allocated by one of the above methods then the allocation will be uplifted to all QSEs based on the Load Ratio Share for the relevant period.  If ERCOT collects more RPRS costs in this manner than is necessary, the excess funds collected by ERCOT will be credited to all QSEs based on the Load Ratio Share for the relevant period.

(12) The RMR Units will be considered as unavailable in RPRS procurement.   

(13) In the case of tied bids for the selection of RPRS, ERCOT will select the bid that meets the requirement most closely (achieving the optimal solution).  When the price and capacity are identical from unaffiliated bidders, ERCOT may request re-bids.

(14) For RPRS, for each hour, for each Congestion Zone, ERCOT will post the quantity of capacity procured and the MCPCs and Shadow Prices.

(15) On award of RPRS capacity, the energy bid curves provided by the QSE selected to provide RPRS will be added to the Balancing Energy bids stack for the period of time the RPRS is awarded. QSEs may supply multiple price-quantity pair bids for incremental energy to ERCOT for each Resource.

7
Congestion Management

7.1
Overview of ERCOT Congestion Management

ERCOT will implement a Zonal Congestion management scheme on February 15, 2002, that is flow-based, whereby the ERCOT Transmission Grid, including attached Generation Resources and Load, will be divided into a predetermined number of Congestion Zones.  Each Congestion Zone is defined such that each Generation Resource or Load within the Congestion Zone boundaries has a similar effect on the loading (Shift Factor) of Transmission Facilities between Congestion Zones.  For purposes of solving Zonal Congestion the Shift Factor will be assumed the same for all Generation Resources and Loads within a Congestion Zone.  Therefore any imbalance between Loads and Generation Resources in a Congestion Zone will be deemed to have the same impact on a given loading between Congestion Zones.

This Congestion management scheme applies zonal Shift Factors, determined by ERCOT, to predict potential Congestion on CSCs under the known topology of the ERCOT System.  The zonal Shift Factors determined by ERCOT should most closely represent the effect of Generation Resources and Loads in the Congestion Zone on the CSCs with the current topology of ERCOT System.  This scheme is used in the Day Ahead and Adjustment Periods to evaluate potential Congestion and notify the market accordingly.  ERCOT also uses this scheme, along with other factors, to determine if Replacement Reserve Service should be purchased in a Congestion Zone to provide additional Balancing Energy Service to provide a solution for expected Congestion.  ERCOT will use monthly zonal Shift Factors to post and analyze the Schedule impact on CSCs until calculations of interval Shift Factors are implemented in the system.

ERCOT will manage transmission Congestion and will categorize the cost of Congestion management as either Zonal Congestion management costs or Local Congestion management Costs.  Zonal Congestion management costs are those costs that are attributable to managing Congestion on CSCs or predefined Closely Related Elements (CRE).  The costs of managing Zonal Congestion will be directly assigned to QSEs based on each QSE’s impact on CSCs.  All other Congestion management costs are considered Local Congestion management costs.

ERCOT will use the Zonal Congestion management model with Shift Factors of Generation Resources and Loads on CSCs and zonal Balancing Energy Service MCPEs to determine the Shadow Prices of energy across corresponding CSCs.   In addition, the costs of any Replacement Reserve Service procured on a zonal basis for congestion management purposes will be directly assigned to QSEs.  These Shadow Prices will be used in settlement to directly assign the cost of managing Zonal Congestion to QSEs.

The Local Congestion management scheme relies on a more detailed operational model to determine how each particular Resource or Load impacts the transmission system.  This model does not use portfolios and it does use the current known topology of the transmission system.

The cost to solve Local Congestion will be uplifted pro rata to each QSE based on the Load Ratio Share by QSE.

ERCOT will manage Congestion by:

(1) Evaluating the levels of Zonal Congestion and any other Congestion during the Day Ahead, the Adjustment Period and the Operating Period using appropriate models of the ERCOT Transmission Grid;

(2) Examining the impacts of QSE energy schedules on CSCs;

(3) Posting on the MIS, the total megawatt quantity impacts on every CSC, and allowing QSEs to adjust schedules to mitigate potential Congestion on the CSCs;

(4) Procuring during the Adjustment Period, as needed, Replacement Reserve Service (RPRS) to use with other Resources for which QSEs have submitted Balancing Energy bids to provide sufficient capacity for Balancing Energy flows in the Operating Hour while respecting operational limits of the ERCOT Transmission Grid; 

(5) Determining settlement for QSEs providing RPRS procured to manage Congestion; and

(6) Determining settlement for QSEs providing Balancing Energy associated with resolving Zonal Congestion. 

ERCOT will carry out these steps in accordance with this Section and the Scheduling and Ancillary Service Scheduling and Selection requirements in Sections 4 and 6, respectively.

7.2
CSC Zone Determination

7.2.1
Principles for Determination and Modification and/or Elimination of CSC Congestion Zones

7.2.1.1
Process for Determining CSCs 

ERCOT will reassess CSCs annually, based on changes to the ERCOT System topology, and will identify new Congestion Zones based on the reassessed CSC’s by November 1 of each year.  ERCOT will use the following process to identify CSC’s:

(1)
By October 1, of each year, ERCOT will complete an analysis of load flow data and expected system additions and will determine expected operating limits and constraints to be used in the designation of CSCs for the upcoming calendar year. 

(2)
Determine candidates for CSC designation: A directional transmission path or interface will be considered as a candidate for CSC designation if the actual annual Congestion costs from the prior year including the cost of any zonal BES deployment, RMR, OOMC, OOME, or unit specific deployments used to resolve Congestion on that particular transmission path in that particular direction during the prior year and/or projected annual Congestion costs for the CSC designation year exceeds a threshold amount determined by the appropriate subcommittee.  ERCOT will take into account generation and transmission system changes in designating candidates for CSC.

(3)
Designate CSCs using the following steps:

(a)
Establish study zones.  Study zones are groupings of buses used to test transfer limits using power system simulation tools.  These zones should be reasonable approximations of the final Congestion Zones.  The following steps are performed to establish the Study Zones:

(b)
If no new candidate CSCs are considered other than prior year’s CSCs, then use the Congestion Zones from the previous year as Study Zones.

(c)
If new candidate CSCs are considered, then calculate shift factors and perform cluster analysis based on the candidate CSCs to create new Study Zones.  

(d)
Perform system simulation studies with transfers between the study zones and find constraints on the transmission system to determine if candidate CSCs are appropriate.

(e)
Determine if the candidate CSCs qualify for CSC designation based, in part, on the criterion that there must be a sufficiently competitive market (at a minimum, apparent Market Solutions readily identifiable) to resolve Congestion on the transmission path to be considered for CSC designation.

(4)
CSC approval process: The appropriate ERCOT Technical Advisory Committee (TAC) Subcommittee will review the process followed above to determine if the list of constraints should be recommended for approval to the TAC and the Board.

7.2.1.2
Congestion Zone & Zonal Shift Factor Determination Methodology

ERCOT will determine Congestion Zones and Zonal Shift Factors by:

(1) Developing Shift Factors using a linearized (DC) model to identify the impact of each transmission bus on each CSC relative to an ERCOT reference bus.

(2) Using statistical clustering to aggregate transmission busses into zones based upon similar Shift Factors relative to all CSCs.  To determine the appropriate number of zones, the clustering must meet the following criteria: (i) each CSC must straddle a zonal boundary (however, not every zonal boundary need be straddled by a CSC); (ii) the R2 (coefficient of determination) from the cluster analysis should be greater than a threshold level set by the appropriate subcommittee; (iii) station IDs as provided by TDSPs in Protocol Section 15.1.2.5 can only be assigned into one Congestion zone; and (iv) the maximum difference between the Zonal Shift Factor and the Shift Factor of any generation bus within the zone should not exceed a limit set by the same subcommittee. The limits will be set to balance the competing goals of minimizing the number of Congestion Zones and maximizing the accuracy of the Commercial Model’s representation of the ERCOT System. 

(3) If the clustering process described in (2) results in the splitting of two or more busses within any single station into different zones, then the following process will be used to adjust the zone selection to place all busses within a single station in the same zone:

i) For generating plant stations, determine which zone contains the largest amount of generating capacity of the station and assign all busses of that station to that zone;

ii) For all other stations, determine which zone is assigned the largest total amount of customer load of the busses in the station and assign all busses of that station to that zone;

iii) If there is no load or generating capacity in the station, or if the amount of generating capacity and/or load assigned to individual station busses are equal, then the load or generating capacity shall be assigned to the zone containing the lowest bus number of the station.

(4) Creating Zonal Shift Factors for each CSC by averaging the individual bus Shift Factors within each Congestion Zone for the corresponding CSC, weighted by the Generation Resource megawatt levels on the bus in the load flow base case used to determine CSC limits.  

(5) Congestion Zone approval process: The appropriate ERCOT Technical Advisory Committee (TAC) Subcommittee will review the process followed above to determine if the Congestion Zones should be recommended for approval to the TAC and the Board.  

7.2.1.3
Determining Closely Related Elements (CREs)

The appropriate ERCOT Technical Advisory Committee (TAC) Subcommittee will review the CRE identification process used to determine the CREs that should be recommended for approval to the TAC and the Board.  ERCOT may determine CREs beginning with the year 2003 as follows:

(1)
Determine the Zonal Average Shift Factor for a particular CSC (Xz) for each Zone z.

(2)
Determine the zonal average shift factor for the candidate CRE (Yz) for each Zone z using the same generation weighting as in (1) but ignoring Boundary Generation Resource busses that would cluster into a different Congestion Zone with respect to the CRE.

(3)
Determine positive “a” applying least-square curve fitting to the following equation:  

Yz = a (Xz) + bz  
for all Zones z.

(4)
Using “a” from (3), determine the maximum absolute value of bz.

(5)
Also determine the total capacity (MW) of Boundary Generation Resources that would cluster into a different Congestion Zone.

(6)
If the maximum absolute value of bz is less than a threshold set by the appropriate TAC subcommittee, not to exceed 0.2, and the total capacity of Boundary Generation Resources that would cluster into a different Congestion Zone is less than 1,500 MW, then the element is a CRE for the particular CSC.

By November 1 of each year, the appropriate ERCOT subcommittee will report to the TAC and ERCOT Board with recommended CSC designations, resulting Congestion Zone boundaries, CRE designations and associated Boundary Generation Resources for ERCOT Board review and approval.

Immediately following ERCOT Board approval changes in the CSCs and the resulting Congestion Zone boundaries and CRE designations will be posted on the MIS.  This posting will include a bus-by-bus identification of each Congestion Zone.

7.3
Congestion Management for CSCs/Zonal Congestion

7.3.1
Determination of Zonal Congestion

ERCOT will analyze energy schedules to determine the existence and extent of Zonal Congestion as part of the Day Ahead Scheduling Process.  

7.3.2
Resolution of Zonal Congestion

ERCOT will resolve Zonal Congestion by the following means: 

(1) Using adjusted Balanced Schedules received from QSEs after ERCOT’s posting of CSC impacts greater than the CSC Limit, ERCOT will reassess the resulting level of Zonal Congestion.  ERCOT will take no further Zonal Congestion actions if the adjusted Balanced Schedules resolve initial Zonal Congestion. 

(2) If Zonal Congestion still exists following receipt of adjusted Balanced Schedules, ERCOT may procure RPRS in accordance with Section 6.6.3.2 provided that sufficient Resources are available to provide Balancing Energy in the Operating Period, in accordance with Section 6.6.3.2.  ERCOT will then balance the energy within the ERCOT System in the Operating Period respecting all operational limitations of the ERCOT System.

(3) Zonal Balancing Energy can only be deployed for Congestion Management purposes to resolve flow limit violations on CSCs and CREs.

(4) Congestion is resolved in real-time as follows:

(a)
Using Zonal Shift Factors, calculate zonal BES deployments needed to maintain flows within CSC Limits.  If the congestion that needs to be resolved is on a CRE, then Boundary Generation Resources unique to that CRE will be instructed to operate at the respective Resource Plan levels (i.e., this is not an instructed deviation from schedule or Resource Plan). 

(b)
Based on (a), deploy unit specific instructions to manage Local Congestion.

(c)
In the event of a contingency, deploy BES to maintain flows within pre-second contingency CSC Limits and deploy unit-specific instructions to manage any resulting Local Congestion.

(5)
The Shift Factors for CSCs and CREs shall be at the same value.

The result of Congestion Management should ensure that: 

(1)
Balancing Energy MCPEs are the same in all zones if no CSC or CRE is constrained.

(2)
Balancing Energy MCPEs will be different in two or more Congestion Zones only if one or more CSCs/CREs are constrained.

(3)
The Shadow Price of a constrained CSC will be calculated by taking the difference in Balancing Energy MCPEs between any two zones divided by the difference in Zonal Shift Factors on the corresponding CSC of the two zones even in the event of an outage of the CSC.  If there is no feasible solution, then these criteria may not be met.

7.3.3
[Expired 2/15/2002]

7.3.3.1
[Expired 2/15/2002]

7.3.3.2
[Expired 2/15/2002] 

7.3.3.3
[Expired 2/15/2002] 

7.3.3.3.1
[Expired 2/15/2002] 

7.3.4
Settlement of Zonal Congestion 

7.3.4.1
Balancing Energy CSC Congestion Charge

The calculation for Zonal Congestion Management Charge is as follows:

ICSCiq
= Σ ((QSSiqz - SOiqz) * SFzcsc )z 

If ICSCiq > 0 then,

CSCBECSCiq
=
SPCSCi
* MAX(0,  ICSCiq)

Else (counterflow)
CSCBECSCiq
=
SPCSCi
* ICSCiq
End

CSCBEiq
=
SUM(CSCBECSCiq)CSC
i
Interval being calculated

q
QSE

z
Congestion Zone

CSC
Commercially Significant Constraint

CSCBECSCiq 
CSC Energy Related Congestion Charge, per interval, per CSC, per QSE

CSCBEiq 
CSC Energy Related Congestion Charge, per interval of that QSE

SPCSCi    
Shadow Price per CSC, per interval 

ICSCiq    
Scheduled MW Impact per CSC, per interval, per QSE   


SFzcsc
Commercial Model Shift Factor per CSC, per zone

QSSiqz
QSE Supply Schedule per interval, per zone, per QSE

SOiqz
Scheduled Obligation (prior to real-time) per interval, per zone, per QSE

The Zonal Shift Factors for settlement purposes will be computed using operational Shift Factors of Generators within the zone weighted by the generation level in the monthly base case.  The monthly base case will be the most recent base case used by ERCOT but no less current than the base case used by ERCOT to determine the number of TCRs available for sale for the corresponding month.  

7.3.4.2
Replacement Reserve Service Zonal Congestion Charge

Replacement Reserve Zonal Congestion costs will be allocated directly to the QSE impacting the CSC.  The Replacement Reserve Zonal Congestion costs per interval per QSE will be determined by multiplying the Shadow Price of CSC capacity by the QSE’s CSC impact in that interval.

The CSC impact is determined by taking for each Congestion Zone, the maximum difference, in any of the four intervals in an hour, between each QSE’s Supply schedules and the QSE Obligation schedules at the time of each round of Replacement Reserve capacity procurement multiplied by the Zonal Shift Factor.  The calculation of the Replacement Reserve Service Zonal Congestion Charge will be as follows:

CSCRPhq = SPCCSCh* MAX(0, ICSChq))

ICSChq   = 
MAX [0,MAX [Σ ( (QSSTOPiqz – QOSTOPiqz) * SFzcsc)z ]n]
Where:

h
hour being calculated

i
interval within hour h 

n
The number of times that RPRS is procured.

q
QSE

z
Congestion Zone

CSC
Commercially Significant Constraint

CSCRPiq 
CSC Replacement Reserve related Congestion charge, per interval,  per QSE

SPCCSCi    
Capacity Shadow Price per CSC, per interval 

ICSCiq    
Scheduled MW Impact per CSC, per interval, at the time of purchase, per QSE   


SFzcsc
Zonal Shift Factor per CSC, per zone

QSSTOPiqz
QSE Supply Schedule per interval, per zone, at the time of purchase, per QSE

QOSTOPiqz
QSE Obligation Schedule per interval, per zone, at the time of purchase, per QSE

7.4
Congestion Management for Local Congestion

7.4.1
Determination of Local Congestion

ERCOT will use the Operational Model of the ERCOT System in combination with QSE energy schedules and ERCOT forecasted Load to determine the extent of Local Congestion.

7.4.2
Resolution of Local Congestion

ERCOT will procure RPRS if necessary to provide sufficient capacity to resolve forecast Local Congestion. ERCOT will purchase RPRS from the Resource(s) having the lowest cost per megawatt based on each Resource’s bid price and its ability to resolve the Congestion given its Shift Factor on the Local Congestion. Bid quantity will not be taken into account in the decision to purchase RPRS.

ERCOT will instruct and dispatch Resources in Real Time in a manner that does not exceed the operational limits known to ERCOT. The Resources that have been instructed to operate within a range to resolve Local Congestion are paid or pay a price, in accordance with Section 6.8, that depends on whether a Market Solution exists for resolving the Local Congestion. 

The Local Congestion Costs are embedded in each service deployed to resolve Local Congestion such as OOMC, OOME, and unit specific premiums. 

The formula to calculate Local Congestion Replacement Reserve payment can be found in Section 6.8.1.11 of these Protocols.

7.4.3
Settlement of Local Congestion Costs

Net Local Congestion costs will be settled in the Balancing Energy settlement process.

7.4.3.1 Balancing Energy Up from a Specific Resource

In accordance with section 6.7.1.2, Deployment of Balancing Energy when Congestion Occurs, if a Market Solution exists, whenever an incremental specific Resource is deployed to solve Local Congestion, the QSE will be paid the incremental premium specified.

LPCRSUqiz 
= 
-1 * Σ((PMqiuz – MCPEiz )* Max(0, Min(MRqiuz -OLquiz, IOLqiuz - OLqiuz)))
PMqiuz

=
Max (BPMqiuz, BPMqiuz + MCPEiz )

Where:

LPCRSUqiz:
Payment to QSE for providing Balancing Energy Up from Specific Resource to solve local congestion per QSE per interval per zone

PMqiuz:
Incremental Premium Specified for that specific Resource per interval

BPMqiuz:
Incremental bid premium for that specific Resource per interval

OLquiz:
Resource plan output level submitted by the QSE for the specific Resource given the resource specific instruction for that interval

IOLquiz:
The Instructed output level for the resource given resource specific instruction

MRqiuz:
Meter reading per unit per interval.

MCPEiz:
Market clearing price of Energy per interval per zone

7.4.3.2 Balancing Energy Down from a Specific Resource

In accordance with section 6.7.1.2, if a Market Solution exists, whenever a decremental specific Resource is deployed to resolve the Local Congestion, the QSE will be paid the difference of MCPE in the commercial zone, which the specific Resource is in, and the decremental bid premium specified.

LPCRSDqiz 
= 
-1 * Σ( (MCPEiz - BPMqiuz ) * Max(0, Min(OLqiuz -MRquiz  , OLqiuz - IOLqiuz)))u
Where: 

LPCRSDqiz:
Payment to QSE for providing Balancing Energy Down from specific Resource to solve local congestion per QSE per interval per zone

BPMqiuz:
Decremental bid Premium Specified for that specific Resource per interval

OLquiz:
Resource plan output level submitted by the QSE for the specific Resource given the resource specific  instruction for that interval

IOLquiz:
The Instructed output level for the resource given resource specific instruction

MRqiuz:
Meter reading per unit per interval.

MCPEiz:
Market clearing price of Energy per interval per zone

7.4.3.3 Balancing Energy Charge to Solve Local Congestion

In accordance with this section, all the cost associated with Balancing Energy from a specific resource to solve Local Congestion will be allocated on a QSE Load Ratio Share.

LCCiq = - 1* Σ ((LPCRSUqiz + LPCRSDqiz) * LRSiq)
Where:

LPCRSUqiz:
Payment to QSE for providing Balancing Energy Up from specific Resource to solve local congestion per QSE per interval per zone

LPCRSDqiz:
Payment to QSE for providing Balancing Energy Down from specific Resource to solve local congestion per QSE per interval per zone

LCCiq:
Local Congestion load allocation charge per QSE per interval

LRSqi 
Load Ratio Share

7.4.4
Direct Assignment of Local Congestion Costs

ERCOT shall directly assign Local Congestion costs beginning six months after ERCOT’s incurred costs of clearing Local Congestion during a rolling twelve month period reaches 20 million dollars.

7.5
Transmission Congestion Rights

Pre-assigned Congestion Rights (PCRs) are priced differently than TCRs, and PCRs are  allocated rather than awarded  as a result of the annual TCR auction process.  The eligibility, pricing and annual allocation of PCRs are addressed in Section 7.5.6 .  For all other purposes, PCRs are functionally and financially equivalent to TCRs.
7.5.1
Function of Transmission Congestion Rights 

TCRs and PCRs function as financial hedges (similar to financial options with zero strike price) against the marginal costs to resolve Zonal Congestion.  The total costs of Zonal Congestion comprise those portions of RPRS costs and the Balancing Energy Service costs associated with managing Zonal Congestion.  The TCR and PCR holder will receive an amount equal to the directly assigned congestion costs for an equivalent quantity of scheduled flow.  TCRs are not deratable once they are sold in the auction(s), and allocated PCRs are not deratable.

A TCR is a financial right on a specified directional CSC for a particular hour that entitles the holder of record to receive remuneration equal to the sum of non-negative BES and RPRS Shadow Prices ($/MW/15-minute) over all 15-minute intervals within the hour for the corresponding CSC multiplied by 1 MW.

7.5.2
Procedure for Computation of Transmission Congestion Rights Quantities 

The ERCOT System will be modeled and the CSC interfaces determined in accordance with Section 7.2 using steady-state and dynamic power system simulation software.  The capacity of the CSCs will be fully used and there will be no reservation of capacity for any particular segment of Load.

ERCOT will determine CSC Limits as follows:

(1) Determine the pre-contingency flow limit on the directional CSC to withstand any single contingency of any directional CRE corresponding to the CSC, including the CSC, irrespective of the post-contingency limiting element due to the contingency, for all zone-to-zone transfer studies. 

(2) Determine the pre-contingency flow limit on the CSC to withstand any single contingency that results in any CRE corresponding to the CSC to become the post-contingency limiting element for all zone-to-zone transfer studies. 

(3) The lower of the CSC flow limits from (1) and (2) above sets the CSC Limit.

7.5.2.1
Annual TCR Quantities

Annually determined summer ERCOT peak flow limits for CSCs will provide the starting basis for determining the number of TCRs to be auctioned.  The flow limit established for each CSC on an annual basis may vary from time to time based on changes in system conditions.  The ultimate number of TCRs to be auctioned for the CSCs will take into account forecasted changes in system conditions.

ERCOT will determine the total annual quantity of TCRs for the annual distribution by adjusting the annual summer peak base case CSC Limits by the following amount: for each CSC, the sum over all nodes of the product of the expected level of load at each node from the annual summer peak base case multiplied by the difference between the corresponding Shift Factor for that node and CSC and the Zonal Shift Factor.  

7.5.2.2
Monthly TCR Quantities

ERCOT will determine the total quantity of TCRs for the monthly distribution by adjusting the corresponding modified seasonal base case CSC Limits by the following amount: for each CSC, the sum over all nodes of the product of the expected level of load at each node from the modified seasonal base case multiplied by the difference between the corresponding Shift Factor for that node and CSC and the Zonal Shift Factor.  The modified seasonal base case for a particular month will be based on the most limiting situation within the corresponding month.  This analysis takes into account all transmission outages of significant duration and impact with the objective of collecting sufficient revenues from direct assigned congestion costs to pay all TCR holders. 

ERCOT may distribute TCRs in amounts less than the total quantities based on expectations of the frequency and magnitude of potential CSC de-rates that could occur during any particular month.

7.5.2.3
ERCOT Posting of TCR Quantities

Upon review and approval of the TCR amount, ERCOT will determine and post on the MIS the total quantity, the amount of PCRs, and the remaining available quantity of TCRs for each CSC.  The remaining available quantity of TCRs for auction will be the total amount of TCRs less the amount of PCRs.

7.5.3
Annual and Monthly Auction of Transmission Congestion Rights 

7.5.3.1
Annual and Monthly Auction Summary

Sixty percent (60%) of the total annual quantity of TCRs less PCRs for any given CSC will be awarded to Market Participants based on the results of an initial annual auction. These TCRs will be made available in the annual auction for each hour of the year.  For the annual auction, the quantity of TCRs used to calculate the 25% limit, pursuant to Section 7.5.9, Limitation on Ownership or Control of TCRs, is based on the total annual quantity of TCRs (which includes PCRs).  Each annual auction will be completed no later than the 15th of December, on a date set by ERCOT.

Prior to each monthly auction, ERCOT will determine the total monthly quantity of TCRs available for that month based upon forecasted system conditions for the month.  The amount of TCRs that will be auctioned in the monthly auction will be the total monthly quantity of TCRs, less any PCRs, and less any TCRs for that month sold in the annual auction.  For that monthly auction, the quantity of TCRs used to calculate the 25% limit, pursuant to Section 7.5.9, Limitation on Ownership or Control of TCRs, is the greater of (A) the total annual quantity of TCRs, or (B) the total monthly quantity of TCRs.  However, in determining the amount of TCRs available in each monthly auction, ERCOT shall seek to achieve revenue neutrality and avoid a revenue shortfall due to payment to TCR holders for the month.  The TCRs auctioned in the monthly auction will be awarded to Market Participants based on the results of monthly auctions. These TCRs will be made available in the monthly auction for all hours of each day of each month for which the auction is being held.  Each monthly auction will be completed no later than the 15th of each month prior to the month that the TCRs are effective, on a date set by ERCOT.

7.5.3.2
Auction Procedures

ERCOT will develop a procedure for authenticating ownership for each TCR.

ERCOT, or its designee, will conduct simple, single round, single-clearing-price auction for each of the CSCs.  The auction awards TCRs from the highest price to the lowest price until one hundred percent (100%) have been awarded, unless otherwise indicated herein.  The lowest awarded price becomes the market-TCR Clearing Price for all awarded TCRs in the annual and monthly auctions.  ERCOT shall implement a single round, simultaneous combinatorial auction prior to the annual auction for TCRs effective in 2003. 

The auction process will be open to any qualified TCR Account Holder.  To participate in the auctions, a bidder must meet financial security requirements established by ERCOT and must have access to the computer hardware, software and communications equipment required to participate. 

7.5.3.2.1
TCR Auction Notices
No less than twenty-days (20) prior to the annual auction and ten (10) days prior to the monthly auction, ERCOT will post:

(1) The Zonal Shift Factor and zone-to-zone impact matrix (to determine the megawatt impact on each CSC);

(2) The number of TCRs to be issued for each period (annual, monthly) in that auction;

(3) The number of PCRs that have been allocated for each CSC;

(4) Deadline for bidders to satisfy financial requirements;

(5) Specifications for the equipment necessary to participate in the auction;

(6) The date and time by which bids must be submitted;

(7) The bid format;

(8) CSCs and Closely Related Elements (CREs); 
(9) Any other information of commercial significance to bidders; and

(10) The total number of TCRs available and used to determine the 25% limit, pursuant to Section 7.5.9, Limitation on Ownership or Control of TCRs,
7.5.3.2.2
Auction

The auction will be a simple, single-round, single-clearing-price auction with the following steps:

(1) The auction will start with the CSC that has the largest amount of capacity available to be auctioned and end with the CSC that has the smallest amount of capacity available to be auctioned.

(2) Bidders will submit bids containing price/quantity pairs.  Prices are bid in dollars (with no more than two decimal points) per megawatt hour, and must be non-negative.  Quantities must be bid in whole megawatt quantities, with a minimum bid quantity of one megawatt.

(3) The auction system will check the possible award amount of the bid against the credit posted by the bidder.  Any bids submitted that violate ERCOT-approved credit limits shall be rejected.

(4) The auction system will compile all bids submitted by auction participants into a bid stack starting with the price quantity bid at the highest price and descending to the lowest price.

(5) The auction system will award bids starting with the highest priced bid.  The auction system will then award to the next highest priced bid and continue this process until all of the available TCRs for the particular CSC is awarded.

(6) If all of the annual bids are awarded and there are TCRs remaining, the remaining TCRs will be included in the monthly auction.
(7) If all of the monthly bids are awarded and there are TCRs remaining, the remaining TCRs will not be sold.

(8) The last price/quantity pair awarded will set the price for all TCRs on that particular CSC called the TCR Clearing Price.

(9) In the event that there are multiple bids with prices equal to the TCR Clearing Price, the remaining TCRs will be awarded on a pro-rata basis.   The remainder of TCRs that cannot be distributed in whole integers will be awarded to the bidder who bid for the largest amount of TCRs at the clearing price.  If two or more bidders bid for the same amount of TCRs, remaining TCRs will be distributed to the bidder with the most recently modified bid.
(10)
ERCOT shall only accept bids in a TCR auction that comply with the TCR limit as defined in Section 7.5.9, Limitation on Ownership or Control of TCRs.  Entities who submit bids that are not accepted will receive electronic notification from ERCOT to either delete a bid or reduce the quantity of TCRs. 

(11)
The auctioneer shall announce the results of the auction simultaneously to all TCR bidders, by posting the results on the MIS. For each CSC, the total quantity of TCRs awarded, the TCR Clearing Price, the compiled bid curve, and the number of awardees will be posted.  The identity of the awardees will not be posted.

(12)
The total value of the TCRs awarded that are not yet paid for will be deducted from the available credit line for the next auction for each auction participant.

(13)
TCR bids will be evaluated for compliance with the TCR 25% limit, pursuant to Section 7.5.9, Limitation on Ownership or Control of TCRs, when they are submitted during a TCR auction.  To determine whether a bidder exceeds the 25% limit, TCR ownership is calculated by adding the largest number of TCRs each Entity owns in any hour for a given CSC during the month plus the total quantity of TCRs contained in all bids submitted by the Entity.  If such total for any bidder exceeds the 25% limit for a CSC, bids in excess of the 25% ownership limit will not be accepted and the bidder will be electronically notified that the bid(s) is (are) rejected and the bidder may adjust and/or delete existing bids.  

(14)
When an Entity is awarded TCRs as a result of an auction, the TCRs are not placed in their account until the TCR invoice has been paid.  TCRs awarded are considered when determining ownership.  Ownership of TCRs in a secondary transfer does not change until the recipient accepts the transfer.  Until such time, the initiator of the secondary transfer is considered the owner of the TCRs.

(15)
The 25% limit, pursuant to Section 7.5.9, Limitation on Ownership or Control of TCRs, shall be applied to secondary transfers.  When a recipient accepts a secondary transfer, the number of TCRs the recipient owns in any hour for a given CSC during the month will be added to the amount of the TCRs they will receive as a result of the secondary transfer.  If the total exceeds a bidder’s 25% limit for the CSC, the secondary transfer shall be cancelled.  Electronic notice shall be given to the secondary transfer initiator and recipient of the cancellation.

7.5.3.3
TCR Auction Charges

TCR auction proceeds will be collected in the following manner:

TCRCRMPp = ([TCRCSCRMPp * TCR HOURSp * MCPTTCRp]csc + ([PCRCSCRMPp * TCR HOURSp * 0.15 * MCPTTCRp]csc
Where:

p
Effective TCR period, could be a month or a year (only a year for PCRs)
CSC
Commercially Significant Constraint

TCRCRMPp 
TCR Charge per RMP for that interval

TCRCSCRMPp
TCR quantity awarded in MW to the RMP (by flow direction) of that interval
PCRCSCRMPp
PCR quantity in MW to the RMP (by flow direction) of that interval
TCR HOURSp
Total number of hours in the effective TCR period (p)

MCPTTCRp 
TCR Clearing Price for the TCR quantity for that interval

RMP
Registered Market Participant

7.5.3.4
TCR Auction Payment Procedures

TCR Account Holder awardees for each TCR Auction must pay for all winning bids and any PCRs within three (3) Business Days of the close of an auction.  Payment shall be made according to ERCOT procedures set forth in Section 9.4.  

[PRR329: Revise Section 7.5.3 as follows effective on December 1, 2002. ]

7.5.3
Annual and Monthly Auction of Transmission Congestion Rights 

7.5.3.1
Annual and Monthly Auction Summary

Sixty percent (60%) of the total annual quantity of TCRs less PCRs for any given CSC will be awarded to Market Participants based on the results of an initial annual auction. These TCRs will be made available in the annual auction for each hour of the year.  For the annual auction, the quantity of TCRs used to calculate the 25% limit, pursuant to Section 7.5.9, Limitation on Ownership or Control of TCRs, is based on the total annual quantity of TCRs (which includes PCRs).  Each annual auction will be completed no later than the 15th of December, on a date set by ERCOT.

Prior to each monthly auction, ERCOT will determine the total monthly quantity of TCRs available for that month based upon forecasted system conditions for the month.  The amount of TCRs that will be auctioned in the monthly auction will be the total monthly quantity of TCRs, less any PCRs, and less any TCRs for that month sold in the annual auction.  For that monthly auction, the quantity of TCRs used to calculate the 25% limit, pursuant to Section 7.5.9, Limitation on Ownership or Control of TCRs, is the greater of (A) the total annual quantity of TCRs, or (B) the total monthly quantity of TCRs.  However, in determining the amount of TCRs available in each monthly auction, ERCOT shall seek to achieve revenue neutrality and avoid a revenue shortfall due to payment to TCR holders for the month.  The TCRs auctioned in the monthly auction will be awarded to Market Participants based on the results of monthly auctions. These TCRs will be made available in the monthly auction for all hours of each day of each month for which the auction is being held. .  Each monthly auction will be completed no later than the 15th of each month prior to the month that the TCRs are effective, on a date set by ERCOT.

7.5.3.2
Auction Procedures

ERCOT will develop a procedure for authenticating ownership for each TCR.

ERCOT, or its designee, will conduct a single-round, simultaneous combinatorial auction for selling the TCRs available for each annual or monthly auction for all CSCs.  ERCOT shall use a standard linear programming model to maximize the auction revenue subject to the constraints that ERCOT and the bidders provide prior to the start of the auction.  The clearing-price for each TCR will be equal to the corresponding shadow price of the marginal TCR awarded on that CSC.  

The auction process will be open to any qualified TCR Account Holder.  To participate in the auctions, a bidder must meet financial security requirements established by ERCOT and must have access to the computer hardware, software and communications equipment required to participate. 

7.5.3.2.1
TCR Auction Notices 
No less than twenty-days (20) prior to the annual auction and ten (10) days prior to the monthly auction, ERCOT will post:

(1) The Zonal Shift Factor and zone-to-zone impact matrix (to determine the megawatt impact on each CSC);

(2) The number of TCRs to be issued for each period (annual, monthly) in that auction;

(3) The number of PCRs that have been allocated for each CSC.

(4) Deadline for bidders to satisfy financial requirements;

(5) Specifications for the equipment necessary to participate in the auction;

(6) The date and time by which bids must be submitted;

(7) The bid format;

(8) CSCs and Closely Related Elements (CREs);
(9) Any other information of commercial significance to bidders; and

(10) The total number of TCRs available and used to determine the 25% limit, pursuant to Section 7.5.9, Limitation on Ownership or Control of TCRs.

7.5.3.2.2
Auction

The auction will be a single-round, simultaneous combinatorial auction for selling the TCRs available for an annual or monthly auction for CSCs,  with the following steps:

(1) The following constraints shall be entered into ERCOT’s standard linear programming model:


(a)
The maximum number of TCRs for any given CSC available for auction.


(b)
The maximum number of TCRs for each CSC that a bidder may purchase in the auction that will ensure the bidder will not exceed the lower of the TCR limitation described in Section 7.5.9 or a bidder’s self-imposed TCR limit set by the bidder prior to the auction.


(c)
The bidder’s Credit Limit approved by ERCOT or, if provided, the bidder’s self-imposed maximum credit obligation will be enforced as a constraint such that the summation over all bids of the product of the awarded TCRs and the bidder’s bid price is less than or equal to the lower of the bidder’s self-imposed maximum obligation or the Credit Limit approved by ERCOT.  The bidder’s self-imposed maximum credit obligation cannot exceed the Credit Limit approved by ERCOT.

(d)
A proxy price will be used to calculate PCR credit exposure  by multiplying 15% times   the lower of (A) the prior year’s Annual TCR Auction clearing prices, or (B) the average of the prior year’s Monthly TCR Auction clearing prices. 

(e)
Bids may be submitted for TCRs for any individual CSC and for weighted combinations of CSCs.  Each bid must be non-negative and shall contain the maximum quantity of TCRs, the maximum price, and the distribution weights of the TCRs among the CSCs.  The distribution weight shall be submitted with non-negative ratios (with up to three decimal places) that sum to one (1.000), as illustrated in the table below.

Examples of Allowable Bids

	Bidders and Bids
	CSC 1

Weighting
	CSC 2

Weighting
	CSC 3

Weighting
	Bid Price

($ per MWh)
	Maximum Quantity  (TCRs)

	A1
	0.2
	0.3
	0.5
	$10.00
	300

	A2
	1.0
	0.0
	0.0
	$5.00
	185

	B
	0.2
	0.5
	0.3
	$11.25
	250

	C1
	0.6
	0.3
	0.1
	$7.50
	240

	C2
	1.0
	0.0
	0.0
	$1.00
	100

	D1
	0.0
	0.5
	0.5
	$9.50
	320

	D2
	0.0
	1.0
	0.0
	$3.00
	140

	D3
	0.0
	0.0
	1.0
	$2.50
	170


NOTE: 3 decimal places for weightings and bid price allowable.

(2) The auction system will award a combination of TCRs that maximizes the sum of bid prices times the awarded MW for the respective bids while simultaneously observing all applicable constraints.  ERCOT shall award TCRs in quantities rounded to three decimal places.

(3) The TCR Clearing Price for a CSC will be equal to the corresponding shadow price of the marginal TCR awarded on that CSC.  The shadow price is representative of the decremental bid-based revenue that would be produced from the TCR auction if one less TCR were available to be auctioned on that CSC.  

(4) If all of the annual TCRs available for a CSC in the annual auction are not awarded (excluding fractional rounding), the TCR Clearing Price for that CSC shall be determined to be zero (0.0) dollars per MWh.  The TCRs not awarded in the annual auction will be included in the monthly auction.

(5) If all of the TCRs available for a CSC in the monthly auction are not awarded (excluding fractional rounding), the TCR Clearing Price for that CSC shall be determined to be zero (0.0) dollars per MWh.  The TCRs not awarded in the monthly auction will not be sold.  Any unpaid PCRs that remain outstanding after five (5) days after the issuance of an invoice will be included in the monthly auction.
(6) The linear programming solution will solve for one optimal solution, which may result in some bids at the clearing price not being awarded a TCR.  This situation may be minimized because bid prices and bid ratios can be submitted with up to three decimal places.

(7)
The auctioneer shall announce the results of the auction simultaneously to all TCR bidders, by posting the results on the MIS.  For each CSC, the total quantity of TCRs awarded, the TCR Clearing Price, and list of all bids will be posted.  The identity of the awardees and bidders will not be posted.

(8)
When an Entity is awarded TCRs as a result of an auction, the TCRs are not placed in their account until the TCR invoice has been paid.  TCRs awarded are considered when determining ownership.  Ownership of TCRs in a secondary transfer does not change until the recipient accepts the transfer.  Until such time, the initiator of the secondary transfer is considered the owner of the TCRs.

(9)
The 25% limit shall be applied to secondary transfers.  When a recipient accepts a secondary transfer, the number of TCRs the recipient owns in any hour for a given CSC during the month will be added to the amount of the TCRs they will receive as a result of the secondary transfer.  If the total exceeds a bidder’s 25% limit for the CSC, the secondary transfer shall be cancelled.  Electronic notice shall be given to the secondary transfer initiator and recipient of the cancellation.

7.5.4
Allocation Method and Timing for Distributing TCR Auction Revenues

The TCR auction revenues from each annual auction and PCR revenues will be divided into monthly revenues in the same proportion as ERCOT’s monthly energy forecast.  This amount will be added to the monthly auction revenue.  The total monthly revenues from the auctions will be credited to QSEs once per month on a monthly Load Ratio Share for the ERCOT peak operating interval during the month basis.  These revenues will be paid to QSEs no later than the 15th of the following month.  PCR holders will be issued invoices that are based on 15 percent of the TCR Clearing Price from the Annual Auction.  Payment of these invoices is required prior to the distribution of PCRs.
Any difference between the Directly Assigned Congestion Costs charged by ERCOT and Zonal Congestion Credits paid to TCR holders for any 15-minute interval will be credited or charged to all QSEs on a Load Ratio Share basis for the same 15-minute interval.  ERCOT shall provide a report to be published on its MIS  which details by interval, any zonal congestion revenue shortfalls or surpluses.  The report shall be published on a monthly basis within seven (7) Business Days of the end of a month for the prior month’s activity.  The report shall provide a description of the methodology and billing determinants used to determine and assess any revenue shortfalls or surpluses, and shall include any billing determinants necessary to replicate the results in the report, to the extent such billing determinants are not already available. 

7.5.5
TCR Settlement

To participate in ERCOT’s TCR settlements, a TCR holder need not be a QSE nor be represented by a QSE, but must be registered as a TCR account holder with ERCOT and have the ability to make and accept electronic transfer of funds.
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Where:

n
Month

q
QSE

TCRULnq
TCR Auction Revenue Uplift per QSE per month

MAUCRn
Monthly TCR Auction Revenue

AAUCRn
Annual TCR Auction Revenue plus PCR revenues
Menergyn
Monthly Energy Forecast

LSRnq
QSE’s Load Share Ratio in that month’s peak interval 

Congestion Credits, calculated as described below, will be determined based on the record of ownership in ERCOT’s database, at the end of the day for which the TCRs are effective, for the relevant CSC, based on the published Shadow Price(s) for the same.  The TCR holders will be paid Congestion Credits based on  their TCR ownership the day after direct assigned invoice payments are due in accordance with the settlement calendar in Section 9.

TCRPAYhp      =
-1 * Σ (TCRCSChp + PCRCSChp)* (Σ (SPCSCi /4)i + SPCCSCh))CSC
h
Hour being calculated

i
Intervals within the hour

p
TCR owner of record

CSC
Commercially Significant Constraint

CSCRPiq 
CSC Replacement Reserve related Congestion charge, per interval,  per QSE

TCRCSChp    
Total number of TCRs owned per hour, per TCR owner of record
PCRCSChp
Total number of PCRs owned per hour, per PCR owner of record
SPCSCi    
BES Shadow Price per CSC, per interval 

SPCCSCh    
RPRS Capacity Shadow Price per CSC, per hour 

TCRPAYhp    
TCR payment per hour, per TCR owner of record  
7.5.6
Direct Allocation of Pre-assigned Congestion Rights

Upon the zonal method being implemented and once auctioned TCRs are available for use, MOUs and ECs which own or have a long-term (greater than five years) contractual commitment for annual capacity and energy from a specific remote Generation Resource, and that commitment was entered into prior to September 1, 1999, are eligible for Pre-assigned Congestion Rights (PCRs).  The PCRs will be allocated as follows:

(1) PCRs are available on an annual basis until the date upon which a MOU or EC implements retail customer choice, or, alternatively, until such other date as may be specified by Order of the Public Utility Commission of Texas.  NOIEs who opt in after the first of the year shall pay a pro rata share of the full value for remaining months:   (Applicable Annual TCR Clearing Price * 85% * Quantity of PCRs * Number of hours remaining in the year).
(2) The cost of PCRs shall be equal to fifteen (15)  percent of the applicable annual TCR auction clearing price for each CSC for which a PCR is allocated.

(3) The distribution of PCRs will be sufficient to isolate the MOUs and ECs from any direct-assigned costs associated with transporting the output of their remote Generation Resources to their native Load.

(4) ERCOT shall distribute PCRs and accordingly populate the TCR ownership database for those months where the NOIE meets eligibility requirements.  PCRs will be included in applicable monthly TCR auctions when the NOIE does not meet eligibility requirements across the year.
(5) 
(6) PCRs may  be traded in the secondary market.

(7) Holders of PCRs shall not be precluded from participating in the market to purchase additional TCRs.

7.5.7
Secondary Market Exchange of Transmission Congestion Rights

Market Participants can exchange TCRs and PCRs in any secondary market.  ERCOT will initially populate a database of hourly TCR holders with the annual and monthly first-purchasers of TCRs and hourly PCR holders.  Subsequent holders or owners (other than first-purchasers) of the TCRs and PCRs who want the change in ownership to be recorded in the ERCOT TCR ownership database will be responsible for assuring that the sellers report the transactions to ERCOT’s satisfaction and that the sellers authorize the transaction within the ERCOT database in accordance to ERCOT’s procedures.  A TCR and PCR may change ownership in the ERCOT TCR ownership database through the end of the Adjustment Period of the operating hour for which it is designated to hedge congestion costs.  

7.5.8
Transmission Congestion Right Value Under Physical Curtailment or De-rating

TCRs and PCRs will retain their full value even in the event of physical curtailment or flow limitation below the megawatt quantity for which TCRs were defined on any given CSC path.

7.5.9
Limitation on Ownership or Control of TCRs

(1)
No Entity combined with its Affiliates may, either directly or indirectly, own, control, or receive the revenue from more than 25% of the total available TCRs at a CSC interface for any single direction for a given hour.  The total available TCRs for the annual auction and each monthly auction are determined pursuant to Section 7.5.3.1, Annual and Monthly Auction Summary, and included in the Auction Notice posted pursuant to Section 7.5.3.2.1, TCR Auction Notices.  
(2)
For purposes of this section, the total number of TCRs available at a CSC interface for any single direction for a given hour is the greater of (A) the total quantity of TCRs available for annual distribution for that CSC interface, direction, and hour, as determined under Section 7.5.2.1, “Annual TCR Quantities,” or (B) the total quantity of TCRs for the monthly distribution for that CSC interface, direction, and hour, as determined under Section 7.5.2.2, “Monthly TCR Quantities.”

(a)
 

 
(3)
If an Entity engages in a transaction with a counter-party, whereby the total ownership or control of the combined Entities exceeds the 25% limitation, then any TCRs owned by the counter-parties are not, solely by virtue of that transaction, included in the TCRs that the Entity combined with its Affiliates owns, or controls.  

7.6
Incorporation of Reliability Must-Run and Out of Merit Order Resources

RMR and OOM Resources will be used for Congestion Management as described in Sections 4, Scheduling, Section 5, Dispatch and Section 6, Ancillary Services. RMR and OOM Resources will be used for Congestion Management only in the absence of Market Solutions to alleviate Local Congestion.  RMR and OOM Resources will be compensated in accordance with Section 6.8.  

7.7
Remedies to Congestion Through Transmission Expansion

ERCOT will review the cost of correcting localized transmission limitations through new construction or other means, and will compare this to the costs incurred to correct those problems.  ERCOT shall publish the average cost of the constraint by period for each transmission limitation subtotaled by TDSP.  This information will be included in ERCOT’s annual transmission planning report. If the projected or actual cost of ERCOT directed Congestion Management including all energy and capacity tools, is greater than the cost of correcting the transmission limitations through construction of Facilities, then ERCOT may recommend an upgrade of Facilities to the TDSP.
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